We regard these countries as a critical part of the modern globalised economy". With these definitions issues appeared when analysis and comparisons were attempted. These economies are too diverse; the pace and depth of their political and economic changes, and the size of their markets are only examples of the differences. Is it possible to have in the same group countries like Argentina, Pakistan, and Lithuania? Or China, Trinidad and Tobago, and Jordan? ^ For this reason, probably, The Economist (2008) proposed to retire the phrase "emerging markets" and supports the more rigorous three categories recently published by the FTSE group based on the development levels of local stock markets (4): (i) advanced emerging, (ii) secondary emerging, and (iii) frontier markets. Table 1 shows the list of countries in each category as at September 2010. In this figure, it is possible to see that the Emerging Markets Index has outperformed the All World Index over the period of analysis; this is particularly relevant as the period was dominated by a deep economic and financial crisis.
Emerging markets, the markets of the future -Gaston Fornes In fact, Jim O'Neill from Goldman Sachs, the creator of BRIC, recently proposed to add Mexico, South Korea, Turkey, and Indonesia to what he dubs "growth markets" as "any economy from the emerging markets world that is already 1 per cent of global GDP or more, and has the potential for that to rise, has the ability to be taken seriously". (6) But still it seems challenging to create a comprehensive list, index, or even a definition of emerging economies. One of the reasons is that countries are growing; markets may have developed from a past emerging market phase like South Korea or Taiwan (or the other way around, like Argentina).
A second reason may be the simplification inherent in making an index, for example, small countries (or countries with limited market liquidity), like Chile, are often underestimated.
Trade and investments
In any case, and regardless of different classifications, the increasing importance of LEDCs or emerging markets is being fed by their growing share in the flows of trade and investments in the world economy.
This can be seen in Figure 2 : by 1970 merchandise exports were around 20% and by 2008 they had reached 38%, commercial services exports also increased from around 20% in 1970 to 27% of global trade in 2008 (WTO, 2010b . A comparison between Table 2 and Table 3 shows the same trend by country and region. In, Table 2 it is possible to see that the EU 15, the USA, and Japan accounted for around 65% and 60% of world trade in 1990 and 1999 respectively, and that LEDCs for only around 12% and 18% over the same period. Ten years later, Table  3 shows that in 2009 the EU 27, the USA, and Japan accounted for around 33.5% whilst the Six East Asian Traders (7) , China, Mexico, and the Russian Federation were responsible for 34% of world trade. From Table 3 , it is also worth noting that the list of top ten exporters is shared by developed countries and emerging markets, and also that India and Brazil (key components in the BRIC) are still at an early stage in their involvement in international trade with 1.7% (position 15) and 1.6% (position 18) respectively. For foreign investments the trend is similar. As can be seen in Figure 3 , FDI flows to developing and transition economies have been growing, from a 10% share in 1974 to 49% of total flows in 2009.
If this trend continues, in a few years emerging markets for the first time will be receiving more FDI than developed economies. This trend is also seen in mergers and acquisitions (M&A). 2010 figures in emerging markets are now higher than those of Europe for the first time with a volume of US$575.7bn against Europe's us$550.2bn.
"Deals by companies in emerging markets now account for 30 per cent of global M&A activity, while Europe's share has fallen to 29 per cent. China, with about $133bn in deals, has attracted most interest this year from acquirers. Brazil, India and Russia follow, with the four BRIC countries together accounting for more than half of emerging markets activity" (Saigol and Thomas, 2010).
Table 3: World merchandise exports and imports by country in %, 2009 (WTO, 2010a)
Emerging markets, the markets of the future -Gaston Fornes In any case, not all emerging economies are active recipients of FDI. Fifteen countries from East Asia, Latin America, and Southern Africa account for around 73% of inward FDI to developing economies as can be seen in Table 4 . 
Main characteristics
As stated above, it is difficult to find a comprehensive definition of emerging markets that suits all. For example, "for households, emerging markets are the source of cheap consumer goods. For frustrated computer users, they are often the location of outsourced technical support. For executives of multinationals, emerging markets are growth drivers amid stagnation and financial crisis in developed economies" (Khanna and Palepu, 2010, p. 1).
But one of the criteria that often underlies various definitions of emerging markets "is the system of market governance and, in particular, the extent and stability of a free market system" (Arnold and Quelch, 1998, p. 8) along with the "ease with which transactions can take place in any market and the cost associated with it" (Khanna and Palepu, 2002, p. 4) . This is based on the fact that economies should put in place a web of institutions to facilitate the efficient functioning of markets. These institutions mould the social and organisational behaviour of organisations and, as a consequence, affect their decision-making processes as well as their available options. Institutions in a market (country) should reduce uncertainty and provide a stable level playing field that facilitates interactions and diminishes both transaction and information costs.
This complex web of institutions that permeates the developed economies is either absent or poorly developed in emerging markets. This seems evident in three main areas in EMs: (i) information problems: comprehensive, reliable, and objective information to make decisions is not widely available; (ii) misguided regulations: some emerging economies place political goals over economic efficiency which reduces the chances to take full advantage of business opportunities; and (iii) inefficient judicial systems: an independent judicial system that enforces contracts in a reliable and predictable way does not seem to be the reality in EMs (Khanna and Palepu, 1997) .
In this sense, it has been found that "building all the institutional infrastructure for well-functioning markets is a slow and time consuming process" (Khanna and Palepu, 2002, p. 4) .
Reasons for this can be: (i) that emerging markets require good political governance to develop institutions with thoughtful and supportive regulations, as well as even-handed and predictable enforcement; (ii) that these institutions need qualified persons with certain skills who are usually difficult to find in emerging economies; and (iii) that in the development of market institutions there is a mutual interdependence across the first two problems (Hoskisson et al., 2000; Khanna and Palepu, 2002) .
In fact, it has been suggested that "many emerging markets are likely to suffer from significant institutional voids for a long time to come" (Khanna and Palepu, 2002, p. 4) as "the mere deregulation of economies does not automatically lead to immediate reduction in transaction costs" (Khanna and Palepu, 2000, p. 281) .
Institutional voids usually result in higher transaction costs. This is because the price system does not give reliable information for the efficient allocation of resources; also, because sometimes the government's discretion rather than the rule of law determines property rights and makes their enforcement more costly.
Institutional voids can also lead to market failures and, as a consequence, firms operating in EMs often have to perform some of these functions themselves. Higher transaction costs are also a reason behind the high prevalence in emerging markets of unrelated diversified local business groups mainly due to the low development of the capital and labour markets. Examples of this are the chaebols in South Korea, business houses of India, or grupos económicos in Latin America (Khanna and Palepu, 1997).
In addition, capabilities for relationship-based management in emerging markets substitute for the lack of institutional infrastructure as firms tend to base their competitive advantage on links with local authorities. In this environment, local companies can obtain licenses and other benefits due to their close links with the home government and, as a consequence, protect their operations from domestic and international competitors (Fornes, 2009; Hoskisson et al., 2000) .
Local players
Local companies from emerging countries usually take any of these three organisational forms: (i) domestic competitors (mainly business groups, state-owned companies, and privatised firms); (ii) entrepreneurial start-ups; and (iii) overseas players (Peng, 2003; Peng, Tan, and Tong, 2004) . They face four broad challenges: (i) competition from developed countries' firms entering EMs to exploit the skills developed in their home markets; (ii) having to develop new strategies to deal with improved conditions in their domestic markets; (iii) having to enter other EMs to exploit the strengths developed in their domestic markets; and (iv) having to enter developed economies (Wright, Filatotchev, Hoskisson, and Peng, 2005) .
These companies face a 'high velocity' environment of rapid political, economic, and institutional changes" (Wright et al., 2005, p. 7) . Due to this, EMs' companies have developed a set of abilities, strengths, and capabilities (like close links with governments, structures aimed at internalising transaction costs, etc) to overcome these challenges which help them to compete successfully in the domestic market. But their engagement in international activities, especially FDI, has been relatively low. In the 1990s, most FDI from EMs was categorised as asset-exploitation and asset-seeking. The former implies a transfer of proprietary assets across the border, and the latter aims at the acquisition of strategic assets (Makino, Chung-Ming, and Rhy-Song, 2002 ).
Asset-exploitation FDI by EMs' firms, especially in other developing countries, is usually small scale, labour intensive, and has flexible production skills along with products suitable for the host market that could eventually replace domestic competition. Companies from EMs used to choose FDI, rather than exports or licensing, as their preferred option because of: (i) the uncertainty of the local market (mainly poor information on the value of local assets and weak distribution networks), (ii) the difficulty for local firms to internationalise their operations, and (iii) the weak legal framework to protect technological knowledge (Wells, 1981 (Wells, , 1983 . Asset-seeking FDI has been followed by companies from Asia's newly industrialised economies to reinforce their price competitiveness in EMs, but to strengthen their non-price competitiveness when investing in developed countries (Chen and Chen, 1998; Kumar, 1998) .
Emerging markets, the markets of the future -Gaston Fornes
This strategy implies that internal strengths should come from the ownership of proprietary assets and also from the capacity to buy and the knowledge to manage assets from firms in the host country (Dunning, 1995; Dunning, 1998 Different from the situation for most of the 20th century, EMs' companies now seem to be in a stronger position to compete in foreign markets.
Emerging markets, the markets of the future -Gaston Fornes
These companies can offer high levels of flexibility and the capability for rapid adjustment from their experience dealing with changing home environments.
They can also offer every day low prices and high value for money to middle and low segments of consumers in both developed and emerging economies. Firms from EMs have also been strengthening their position as suppliers of global retailers where customers are now demanding their products (Williamson and Yin, 2009 Emerging markets, the markets of the future -Gaston Fornes
Emerging cities
Probably due to the heritage from the time when the idea of less economically developed countries was in use, EMs have continued being associated with countries rather than with markets. This difference is relevant as one of the characteristics of these countries is the disparity in income distribution, where most of the wealth is concentrated in their cities and surrounding areas, usually large ones. This is the case for small countries, like Chile, where its capital Santiago has a population of around 5 million (out of a total country population of 16 million) or bigger countries, like Argentina, where Buenos Aires, the capital city, has around 18 million inhabitants (including La Plata) out of a total country population of around 40 million. Brazil has two cities, Sao Paulo and Rio de Janeiro, with around 20 and 12 million respectively out of an estimated country population of 190 million.
In Mexico City there are 20 million inhabitants out of a total country population of around 112 million. Similar cases can be found in China, where the 4-5 largest and most developed cities of Shanghai, Nanjing, Guangzhou, Hangzhou, and Beijing account for a population of around 75 million. Examples like these can be found in most emerging markets. As a comparison, in the EU there are only two urban areas with populations of around 10 million(London and Paris); in the USA (New York and Los Angeles); and in Japan (Tokyo and Osaka). These cities are the real emerging markets. They are the places where a growing middle-class is demanding higher living standards as the economy develops and where growth rates are usually higher than those in developed economies. Most of these cities have vibrant economies with an average purchasing power higher than the rest of the country and are the places where the local wealthy live.
Although these cities suffer from some of the institutional voids present in their countries, private agencies operate in these markets to help in the reduction of inefficiencies in transactions (to the extent permitted by local legislation), physical infrastructure is improving along with public transport, and education levels and reach are also improving. Table 7 shows the 30 largest urban agglomerations in 2025 where it can be seen that the great majority of cities are in emerging economies (24 out of 30). These 24 cities will total 375 million inhabitants in 2025, 75% of the current population of the 27 countries in the EU (Eurostat, 2011).
China-Latin America: the emerging markets' axis
It is widely agreed that most of the current state attained by EMs started with the Six East Asian Traders in the 1970s and 1980s and has been consolidated with the emergence of China from the 2000s. But there are other emerging markets that have been increasing their presence in the world's economy since the 1990s, such as Chile and Mexico, and from the 2000s Brazil and Costa Rica. In fact, most Latin American countries in the last decade have been posting growth rates much higher than those in developed economies led by an export boom. Asia is increasingly the destination of these exports where China has become a main trading partner for many Latin American countries. At the same time, Latin America with around 600 million people and a common culture, history, and language (13) has also been a target market for many Chinese companies looking for consumers for their low cost products.
The trade relation between China and Latin America was negligible at the beginning of the 1990s. But from the mid-1990s it has grown more than 18 times (posting a trade surplus for China of around US$47 billion in 2008 from a deficit of US$283 million in 1990 (ECLAC, 2010; Sanchez Ancochea, 2006) (ECLAC, 2008 (ECLAC, , 2010 and are growing at an annual rate close to 50% (WTO, 2008) .
This figure is similar to that of the trade between the EU and Japan at the end of the 1990s, which means that the China-LA axis rivals that of the Triad's (14) axis (Fornes and Butt-Philip, 2011) . In other words, the last decade has seen the development of the China-Latin America commercial relation as the emerging markets' axis. All Latin American countries were colonised by Spain, speak Spanish, and are Catholic, with the exception of Brazil that was colonised by Portugal and speaks Portuguese. Japan, North America, and Western Europe (Omae, 1985) .
Conclusion
This article has presented why emerging markets are now one of the main areas of growth for international companies. It has analysed their main characteristics, local players, and local environment. It ends by presenting two big trends with the potential to attract the strategic focus of multinational companies, their emerging cities, and the relationship between China and Latin America. The dynamic growing industrial cluster, supply chain, human resource, transfer of knowledge, and other facilities available in this area have successfully boost foreign direct investment in Malaysia, decrease unemployment, and eventually increase regional competitiveness. Penang has transformed to become manufacturing hub for high-tech giants such as Intel, Motorola, IBM and Dell.
They aggressively expand their business in Malaysia by not only operating one production place but also developed several sites of production in Penang. Even Dell has moved their call centre to Penang.
The strategic location of SEZ in Penang -just 10 minutes from airport and 15 minutes from harbour -allows Dell to deliver their product from Penang to US only within 28 hours.
This paper is trying to analyze the key success factors of SEZs in Malaysia, especially in Penang which is widely recognized as the Silicon Valley of the East. Throughout the history, Malaysian industry apparently has shifted from low wage, labour-intensive manufacturing activities organized by foreign-based multinational companies (MNCs) to low cost, rapid ramp-up, high volume, increasingly automated manufacturing activities with special capabilities in assembly, testing, and packaging of semiconductors and hard disc drives (Best, 1997) . Malaysia has developed SEZs in significant quantities but the greatest returns come from a subsection of large-scale zones with favourable locations, good planning and access to the resources. According to the 2010 World Competitiveness Yearbook, in the year 2010 Malaysia for the first time has earned a position among the 10 most competitive countries in the world, up from 18th placing last year (http://www.imd.ch/research/centers). The list measures Malaysia against 58 countries this year, from 57 nations last year. With an index score of 87,228, Malaysia has joined the ranks of the most competitive countries in the world, sharing the Top 10 ranking with Singapore, Hong Kong, the US, Switzerland, Australia, Sweden, Canada, Taiwan and Norway. According to the IMD World Competitiveness Center, competitiveness is defined as "how nations and businesses are managing the totality of their competencies to achieve greater prosperity.
The Key Success Factors of Penang As the Silicon Valley of the East
Sari Wahyuni, Alia Noor Anoviar, Anom Jati Santoso, Faculty of Economics, University of Indonesia IMD further describes competitiveness as "a country's ability to resist adversity and show resilience to weather" global financial crises. The performance of Malaysian competitiveness can be seen in Figure 1 .
Malaysia Ministry of International Trade and Industry clearly stated that to have a sustained growth demands, Malaysian electronics industry have to develop a transition to more automated operations involving high technology and knowledgedriven processes (Best, 1999) .
One of the strategies to achieve a good economic performance is to increase export through development of Special Economic Zones (SEZs).
This zone has been seen as a key instrument not only for promoting exports and earning foreign exchange but also for stimulating economic growth through additional investment, technology transfers, and employment generation. SEZs has been proven to help industrial investors to lead economic growth which eventually increase country competitiveness. This paper is divided into four parts. First, we explain the methodology of this research which is followed by the role of Penang as a centre of manufacturing industry in Malaysia. Third, we analyze the key success factor of SEZ in Malaysia which consist of: human resource, transfer of knowledge, Malaysian cluster strategy, input factors, role of government in supporting SEZs, and incentive. Fourth, we present Malaysia's investment trend. Finally, we close this paper with conclusion. 
Methodology
The aim of this study is to gain an insight on the FDI performance of Malaysia and their strategic imperative in attracting foreign investment. We strive to answer the following question: 1. How is the macro competiveness and FDI performance of Malaysia? 2.
What is the strategy of Malaysia government in attracting FDI in their country? 3.
What is investor opinion about Malaysia?
Instead of observation in SEZ area, we also conducted in-depth interview to the Malaysian Investment Development Agency (MIDA), Malaysian Royal Custom and investors in Penang. The usage of these three types of data collection can be seen as a part of triangulation process which hopefully can increase the reliability and validity of the data. The list of interview can be seen in Table 2 .
The Key Success Factors of Penang As the Silicon Valley of the East -Sari Wahyuni et al. The above quote highlight the fact that anchor companies play a disproportionately large role in seeding and upgrading clusters, acting as a magnet for other companies and supporting projects that improve the business environment. For example, Kuantan is well-gifted with natural resources such as oil, gas, and petrochemical. Malaysia as a whole has many natural resources in areas like agriculture (palm oil, natural rubber, sawn timber, sawn logs, pepper, cocoa, and pineapple), minerals, and forestry (http:// www.tradechakra.com/economy/malaysia/naturalresources-in-malaysia-199.php).
The Key Success Factor of SEZs in Malaysia
Nevertheless, the government realizes that relying only to the abundant of natural resources is not enough therefore they have tried to develop strategic competence based on the development of knowledge and education, skill of human resources, cluster strategy. In this session, we will discuss each of those important variables that provide unique value of SEZ areas in Malaysia.
Human Resource & Transfer of Knowledge
Malaysian government place human resource as an eminent role and the driving factors of industry competitiveness. Malaysia total population in July 2011, is 28,728,607 people with 12,693,000 labour force. The unemployment rate in there was last reported at 3,3 percent or there is 412,600 in September, 2011 (Principal Statistics of Labor Force, Malaysia, October 2011). Fortunately, Malaysian special economic zones have been able to become the driving force in building up industrial capacity which eventually provides positive impact in developing job creation.
For example ECER (East Coast Economic Region) as one of SEZs in Malaysia has been able to create 560.000 new jobs by the year 2020 under the ECER Master Plan (East Coast Economic Development Council, 2009). As a result, Malaysian Human Development Index (HDI) has been categorised as a high human development country (57th rank) in 2010 which eventually the best HDI compare to China (89th rank), Thailand (92th rank), and Indonesia (108th rank). These three countries still categories as medium human development country. To develop their human resource, Malaysia established Pembangunan Sumber Manusia Berhad (PSMB) who designs national human resource development.
Recognising the strategic role and value of human resource, Malaysian government try to focus on how to empower their citizen to be a valuable employee. For example, in Penang they formed a talent development institution so-called PSDC which was established in May 1989 by using a tripartite model: industry, government, and academia.
During our visit on April 2011, it was reveled that PSDC consists of 156 members companies. Each member contributes RM 5.000-20.000 which is depending on the amount of employee (this is one time installment). PSDC provide facility for training, consultancy, academy development, and services. Other states in Malaysia used the PSDC concept to set up their own skills centre. To date, there are 11 skills development centre out of 13 states in Malaysia, with PSDC being the first to set up (see Table 3 ).
PSDC can be categorised as a unique non profit organisation not only because they developed base on tripartite partnership but also the fact that competing companies pool their resources to fund it. Our interview with PSDC management shows an interesting view on how they could leverage their competitiveness: 
The Key Success Factors of Penang As the Silicon Valley of the East -Sari Wahyuni et al.
Indeed, knowledge and expertise of employees need to be seen as a critical strategic resource and organizations have to explore ways in retaining them. Nevertheless, capturing knowledge particularly tacit knowledge has been one of the main challenges in knowledge management. Therefore, PSDC programme also include internship in their company member, sharing knowledge from company expert, a joint laboratory, and so on.
Malaysia apparently do not want their country to be exploited and only become a place of investment. To ensure there is transfer of knowledge, Malaysian government would not give permission for investment to companies that do not have a clear transfer of knowledge programme for local employee. This is reflected in the following quote: Basically on the job training for local citizen is a must. The main idea of this policy is to protect and empower local employee so that they can improve their skill and capability in certain industry. After companies established in Malaysia for certain period, depend on the type of industry, those companies must be localized. Localized means that at the end all employees should be Malaysian citizen. Figure 2 shows government policy in developing SEZ which is based on knowledge and education as the centre of SEZs model. Knowledge Transfer Program Committee of Ministry of Higher Education Malaysia has established Knowledge Transfer Program (KTP) as a critical project agenda to develop community and industry. The aim of this program is to solve demand for knowledge workers which eventually will be increased in a high income economy. [2011] [2012] initiate to recognises a broad range of activities to support mutually beneficial collaboration between universities, industries, and communities such as government agencies, non-government organisation (NGOs), or public sector (KTP, 2011) .
It also provides the platform for the exchange of intellectual property, expertise, learning and skills between the stakeholders (see Figure 3) .
The forms of interactions may include joint research, education, training, etc. To successfully implement those programme, they established Public Higher Education Institutions (IPTA) which should be effectively engaged with industry and community towards mutually beneficial initiatives through role played by:
 Academia: able to incorporate relevant and up to date knowledge from industry and the community into their teaching, learning, research and consultancy activities. The above strategic alliances between related stakeholders provide a superb learning environment that has been positively acknowledged by investors: The increasing input of knowledge into production and acquisition of new knowledge will create a new "epistemic landscape" with a new architecture of knowledge production and innovation (Evers, 2011) . Such an epistemic landscape consists of By improving the quality of education and expanding the learning opportunities and facilities, Malaysia has been able to generate a pool of specialized skills and knowledge workers that can serve the man power needs of existing and future industries.
Malaysian Cluster Strategy
Former studies have shown that industrial clusters enhance the competitive advantage of states or regions Bryden, 2007, Wahyuni et al. 2011 An intriguing aspect is that the factors that distinguish 'over achieving' from 'under achieving' clusters are so-called intangible assets. Clusters possessing strong inter-firm relationships, trust and social capital are more competitive and dynamic. According to Enright (1999) , 'overachieving' clusters are aware of the interdependence of their players and, in essence, produce more than the sum of their parts.
The important of eminent cluster shows in the following quote: The above two quotes show the intangible aspects of Penang. They basically implement a cluster-based Manufacturing strategy which involves two basic thrusts: the move along the value chain to increase value added at either end of the chain and the shift of the entire value chain to a higher level thereby increasing value-added at every point along the value chain (EPU,1996, p.31).
Malaysia tries to improve local supply chain to support big foreign companies in SEZs area by developing a database, regular meeting, seminar, and training. To get right human resources for companies, Malaysia also arrange job matching programme.
This strong value chain will not be successful if existing companies do not actively increase value in their activity, as shown in the following quote:
"At the beginning Quality assurance came from us but then the freight cost has been increased. We tried to localize value chain so that the cost will be lower and the lead time will be shorter. We developed strategic alliances with other company to build strong value chain." (Venture, 2011) Although its clear that Malaysia has developed their SEZ using strategic cluster, interestingly their SEZs are not exclusive. For example, in the middle of electronic clusters in Bayan Lepas there are also Diamond Company which is indeed unrelated with surrounded activities. During our interview, our sources from MIDA said, The above analysis clearly shows the eminent role of government support, educational and research institutions (colleges and universities), nonprofit organizations and trade associations all play important roles in cluster development and have a catalytic effect on clusters.
Anchor companies play a disproportionately large role in seeding and upgrading clusters, acting as a magnet for other companies and supporting projects that improve the business environment. Educational and research institutions play pivotal roles in cluster development. It is worth noting that the majority of clusters either originated at educational institutes or in close proximity to universities. Community colleges and vocational apprenticeship training centres produce the specialized workforce essential to the cluster's success.
Several studies about Penang indicated that this city has the potential to change from an industrial cluster to a knowledge cluster (Evers, 2011) For this purpose Penang has reinvented itself as a "knowledge hub". Knowledge clusters are agglomerations of organizations that are productionoriented. Their production is primarily directed to knowledge as output or input. Knowledge clusters have the organizational capability to drive innovations and create new industries. Examples for organizations in knowledge clusters are universities and colleges, research institutions, think tanks, government research agencies and knowledge intensive firms.
Knowledge hubs are local innovation systems that are nodes in networks of knowledge production and knowledge sharing. They are characterized by high connectedness and high internal and external networking and knowledge sharing capabilities.
As meeting points of communities of knowledge and interest, knowledge hubs fulfill three major functions: to generate knowledge, to transfer knowledge to sites of application; and to transmit knowledge to other people through education and training. Government also provide incentives to stimulate private sector involvement in the productivitydriven strategy. Therefore, a series of governmental technology-policy related measures were introduced (Rasiah, 1998) , such as in Multi Media Super Corridor companies who enjoy lots of incentive due to knowledge driven strategy.
Input Factors
Looking the input factors, in fact it is quite interesting to see that most of our respondents do not mention the availability of resources as one their stimulating factors in choosing Penang as a place for investment, which is shown at the following quote: The other input factor that can encourage growth of SEZs in Malaysia is administration infrastructure. Medium-term economic planning in Malaysia has been effected through a series of fiveyear plans, and the country's relatively highquality public administration has allowed for effective implementation of its development policies and programs.
Malaysia also set up a one-stop shop hosting the company registry, the Inland Revenue Board, customs, financial institutions, the pension and social security agencies. Electronic systems that have been emplaced in many areas have significantly reduced administrative costs.
Malaysia's company registry invested $12.7 million in a sophisticated registration system over 5 years. The investment was fully covered by fees generated by the registry.
In 3 years after the reform, the number of registered businesses increased by 19%-and the compliance rate for filing annual tax returns rose from 28% to 91% (Sarunhanjaya Syarikat Malaysia, Companies Commission of Malaysia)
Within 6 weeks after the introduction of the new system, 5,439 applications were recorded online. This new system reduced administrative costs by 71.3%, saving €10.2 million a year. Some reformers offer incentives to use e-systems. Malaysia reduced company registration fees as part of the government's economic stimulus package, with the expected benefit being the registration of 320,000 new businesses in 2009. I n East Asia and Pacific region, Malaysia supports cut filing and service time by 15 days by adding administrative staff to deal with incoming cases and setting stricter deadlines. It also improved caseload allocation by creating a fast track in the commercial division of the Kuala Lumpur high court, to deal exclusively with interlocutory matters (IFC, 2010).
Government's Roles
The impressive achievement of SEZs in Malaysia cannot be separated from the eminent role of MI-DA (Malaysian Investment Development Authority) which is the government's principal agency for the promotion of the manufacturing and services sectors in Malaysia. (Kobay, 2011) The wide range of services provided by MIDA includes providing information on the opportunities for investments, as well as facilitating companies which are looking for joint venture partners. MIDA function is explained in Table 5 shows the rank of doing business in Malaysia which upgraded from 23th (2010) to 21th (2011).
"Government of Malaysia treated us very well"
Some variables that successfully accelerated Malaysian rank are: starting business, environment regulatory, property registration, tax incentive for investor, and closing business.
Active steps to reduce the regulatory burdens and streamline the business environment with the objective of raising investment and growth are the part of regulatory environment in Malaysia. The government have taken steps to increase the supply of skilled workers and enhance the employability of the human resources.
When there is company outside the zone, they can get the same facilities with company inside the zone by applying to custom agency to get exemption facility.
Restrictions of doing business in Malaysia are ownership of industrial land which is usually on a leasehold basis, ranging from 30 to 99 years. However, freehold land is also available for industrial purposes. Shortages of skilled workers and regulatory burdens are the key adverse features of the investment climate.
"Firms note that the difficulty in hiring local workers, the regulations for hiring foreign workers, and skill shortages are the reasons why they are understaffed."
Moreover, the fact that many electronics companies located in the same compound result in a strive competition. Retaining the best employee become a daunting challenge in this region.
Incentive
Government incentive for investors also one of the variable that upgraded rank of doing business in Malaysia (MIDA, 2011 A set of non tax incentive will also be available to encourage investors' participation (although the policy is different from one SEZ to other SEZ regions. Government also provide special incentives for companies who invest in the knowledgeintensive activities.
They fully aware that they face global competition to get investors from other country as well. Therefore, an attractive incentive and most importantly value added of their location should be profound which is indicated in the following interview: Since June 2003, foreign investors could hold 100% of the equity in all investments in new projects, as well as investments in expansion/ diversification projects by existing companies irrespective of the level of exports and without excluding any product or activity.
Malaysia Investment Trend and Key Success Variable SEZs
From a country dependent on agriculture and primary commodities in the sixties, Malaysia has today become an export-driven economy spurred on by high technology, knowledge-based and capital-intensive industries.
The structural transformation of Malaysia's economy over the last 50 years has been spectacular.
Often dubbed the "lucky country" because of its wealth of mineral resources and fertile soils, Malaysia did not rest on its laurels but progressed from an economy dependent on agriculture and primary commodities to a manufacturing-based, export-driven economy spurred on by high technology, knowledge-based and capital-intensive industries.
Malaysia 
Conclusion
This paper clearly shows that strategic location, well equipped infrastructure, transparency in custom, tax offices as well as the availability of talented human resources who have division background that suitable for electronic industry became Penang sources of their competitiveness.
Penang not only has good infrastructure logistic, good education to support industry, supply chain, IT protection, transparency, government, get people experiences in electronic manufacturing, the labors can be trained to match with the industry need.
On top of that, George Town as the capitol of Penang has announced by UNESCO as a world heritage site. Thus, Penang has transformed not only a place for work but also a pleasant place to stay for investor.
This paper also highlight the eminent role of government support, educational and research institutions (colleges and universities), non-profit organizations and trade associations all play important roles in cluster development and have a catalytic effect on clusters in Malaysia.
For example, the private sector is the key to success as private sector-led initiatives are simply more successful. Anchor companies (the eight samurai) play a disproportionately large role in seeding and upgrading clusters, acting as a magnet for other companies and supporting projects that improve the business environment. Educational and research institutions play pivotal roles in cluster development. It is worth noting that the majority of clusters either originated at educational institutes or in close proximity to universities. Community colleges and vocational apprenticeship training centres produce the specialized workforce essential to the cluster's success.
The only eminent drawback came from the though competition inside clusters. High jacking the best talent became normal phenomena that made retaining the best employee becomes a daunting challenge in this region.
